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As part of its effort to become a pivotal player in Latin American regional integration, on Sept. 9
Bolivian President Gonzalo Sanchez de Lozada signed a new trade accord with Mexico. The accord
will slowly reduce, and eventually eliminate, import tariffs on the majority of products traded
between the two countries over a ten-year period. Bolivia has also continued negotiations with Peru
and Chile to expand its trade relations with those countries. Since President Sanchez de Lozada
took office in August 1993, his administration has aggressively pursued free trade accords with most
of Bolivia's neighbors, as well as with other nations such as Mexico and the US. Bolivia is already
a member of the Andean Pact which includes Colombia, Ecuador, Peru, and Venezuela and the
country is seeking full membership in the Southern Cone Common Market (Mercosur) once it
becomes completely operational in 1995 (NotiSur, April 14, 1994).
Given the country's geographic location in the center of South America, the government hopes to
convert Bolivia into a key transportation gateway for trade throughout the southern hemisphere as
economic integration initiatives begin to take hold. "If we aggressively pursue integration initiatives
with our neighbors, we can use our strategic geographic location to convert Bolivia into the central
connecting point between the sub-continent's two large commercial blocs, the Andean Pact and
Mercosur," said President Sanchez de Lozada in early August. "We must place special emphasis on
developing our infrastructure, especially improving roads and airports, to facilitate passenger and
cargo transport through Bolivia that will allow our neighbors to rapidly ferry goods from one side of
the continent to the other."
Indeed, some multilateral lending institutions have already approved loans to upgrade
infrastructure that will service intra-regional trade. In March, the Andean Development Corporation
one of the Andean Pact institutions that was set up to provide development loans to individual
members of the Pact granted a US$40 million loan to Bolivia to help finance construction of a
highway that will originate in the country's northern department of Beni and end at the commercial
Port Ilo in southern Peru. Once completed, the highway is expected to substantially increase trade
between the two countries, while offering Bolivia a rapid, modern transport corridor to Port Ilo.
In the meantime, while Bolivia pursues its long-term plans to become a key player in multilateral
integration initiatives, the government is simultaneously negotiating bilateral trade accords with
other Latin American countries.
Since 1993, Bolivia has signed new trade agreements with Chile, Brazil, and Paraguay, while opening
direct negotiations with many other countries throughout the hemisphere. In Bolivia's latest trade
initiative, on Sept. 9 President Sanchez de Lozada signed a new agreement with Mexican President
Carlos Salinas de Gortari that the two countries had been negotiating since mid-1992. In late August,
negotiators finalized details on all of the accord's remaining points, paving the way for the two
presidents to endorse the treaty during a meeting of the Rio Group of 14 Latin American and
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Caribbean nations, which was held in Brazil Sep. 9-10. The treaty, which must still receive legislative
approval in both countries, is scheduled to take effect on Jan. 1, 1995. Under terms of the accord,
tariffs will immediately be eliminated for many goods already traded between the two countries.
Bolivia, for example, will be able to immediately export duty-free to Mexico such items as minerals,
hard and tropical woods, leather, thread and textiles, apparel produced from alpaca wool, and
furniture.
For its part, Mexico will benefit from the immediate lifting of tariffs on such products as trucks
and busses, spare parts for automobiles and other vehicles, electrical appliances, petrochemicals,
computer equipment and accessories, cement, and medical equipment. For most other products,
the accord outlines a timetable whereby tariffs will be phased out slowly over the next five- toten years, with the phase-out period determined by product category rather than individual
goods. For example, under the timetable, finished furniture shipped to Mexico from Bolivia
would become duty-free within five years, footwear and finished leather products within eight
years, and agricultural and pharmaceutical items within ten years. The agreement also enables
Mexican companies to acquire up to 60% interest in Bolivian businesses. The Sanchez de Lozada
administration is reportedly interested in attracting Mexican investment and technology to the
energy sector, including in the extraction of natural gas. Other areas likely to be targeted for
Mexican investments include services such as air and ground transportation, communications, and
banking (SourceMex, Sept. 7, 1994).
The accord is expected to rapidly increase trade between the two countries. In 1993, the total value of
bilateral trade only reached US$17 million, but some officials predict it could surpass US$50 million
by 1996. "We are starting out with a low level of trade, but we are determined to rapidly multiply our
trade relations to benefit both our countries," said Mexican President Carlos Salinas after signing
the treaty. "The experience of trade accords with other countries in the region has demonstrated that
once a treaty is in place, the value of trade tends to double within a one-to-two year period."
Meanwhile, since July President Sanchez de Lozada has attempted to expand Bolivia's trade
agreements with two other neighbors, Peru and Chile. In early July, the president headed a
delegation of 80 Bolivian business representatives to Peru, which is Bolivia's most important trade
partner in the Andean Pact. The value of Bolivian exports to Peru grew by 250% over the past five
years, from US$22.6 million in 1988 to US$79 million in 1993, according to Bolivia's Trade Secretariat.
In fact, the US$79 million in goods shipped to Peru last year account for 82% of the total US$96
million in products that Bolivia sold to all the members of the Andean Pact combined in 1993.
During their visit, the members of Bolivia's trade delegation sought to strengthen ties between
the private sectors in both countries, which in turn could facilitate an increase in trade. According
to Guillermo Morales, president of the Bolivian Chamber of Commerce who participated in the
delegation, leaders of Peru's Chamber of Commerce agreed to arrange regular conferences between
business representatives from both countries to promote the sale of Bolivian goods on the Peruvian
market.
Finally, on Sep. 10 President Sanchez de Lozada met with Chilean President Eduardo Frei during
the Rio Group meeting to discuss ways to fortify the two countries' trade relations, and eventually
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reopen formal diplomatic ties. The two countries broke off diplomatic relations in 1962 because of
disagreements over their common border. (Following the 1879 war with Chile, Bolivia completely
lost land access to the Pacific Ocean.) Last year, however, those countries signed two novel trade
accords: a joint air-traffic regulation agreement that outlined mutual operating rights for their
national airlines, and a partial free trade accord that reduced or eliminated tariffs on a select
group of 100 agricultural and industrial products. Those accords in turn permitted the first thaw
in diplomatic relations in more than 30 years, paving the way in November 1993 for the first
"exploratory talks" over territorial concerns and future diplomatic relations.
During their meeting in Rio, both presidents agreed to commission high-level representatives to
explore ways to broaden the trade accords to include economic, scientific, and cultural cooperation
agreements, with the aim of eventually discussing the reestablishment of diplomatic relations. "The
first step was to reestablish a climate of confidence between our countries," said President Frei.
"Now we must extend our cooperation to include the development of infrastructure, joint energy
projects, investments, technical assistance, and the free movement of people and goods."
Both presidents agreed to meet again in December in Miami, when the heads of state of most
nations in the Western Hemisphere will attend the first region-wide summit to be held in nearly 30
years. At that time, the two presidents will review progress on extending economic and technical
cooperation, and possibly explore resumption of diplomatic relations. "We will eventually discuss
the reestablishment of diplomatic relations," said President Sanchez de Lozada. "For now, however,
the first step is to consolidate our bilateral trade relations and other cooperative agreements to build
momentum and solidify the bonds that unite us."

-- End --
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